Introduction
Growth theory, in particular of the Schumpeterian variety, identifies entrepreneurs as a crucial engine of growth. Similarly, policy makers appear convinced that entrepreneurship is a universally beneficial phenomenon. Yet the reality of firms is more nuanced: most firms are small, and only some grow substantially, suggesting that not all entrepreneurs are drivers of growth.
Indeed, at the opposite end of the spectrum there are "entrepreneurs out of necessity" who, when asked in the Global Entrepreneurship Monitor (GEM) survey "Are you involved in this start-up/firm to take advantage of a business opportunity or because you have no better choices for work?", opt for the latter. 1 2 The GEM dubs these people "entrepreneurs out of necessity". Their existence poses a challenge to theory: In standard theories of heterogeneous firms, only the most productive survive (see e.g. Jovanovic 1982 , Hopenhayn 1992 , Melitz 2003 . While some entrepreneurs may tolerate low performance e.g. because they like being their own boss (Hamilton 2000) , it seems unlikely that they would classify themselves as necessity entrepreneurs.
So who are the necessity entrepreneurs? This note uses the recent GEM micro data to describe them and their firms, with the objective of informing future theoretical work.
Characteristics of "necessity enterprises"
This section describes the firms run by necessity entrepreneurs, while the next section describes their owners. The GEM data set provides quantitative information on a few firm attributes, in particular current and expected future employment and firm age. Unfortunately, only very rough information on income from the firm is available. Therefore, I use the more detailed data on employment, which has been shown to be strongly correlated with productivity (see e.g. Foster, Haltiwanger and Krizan 2001) , as an indicator of firm performance. Table 1 shows that across the countries in the GEM data set, the fraction of necessity entrepreneurs is almost 30%, an average of 21% in OECD countries and almost 50% in non-1 A well-trained economist would surely also opt for the second answer, which seems to indicate some maximization, but only a minority of entrepreneurs do so. This makes it important to characterize the empirical content of that answer.
2 The GEM data consists in cross-country micro data with a focus on entrepreneurs, collected in a harmonized way. For details, see Reynolds et al. (2005) and http://www.gemconsortium.org/.
3 Here and in the following, respondents are classified as entrepreneurs if they derive income from running a business of which they own a share, whether they employ others or not.
OECD members. In all countries, the fraction of necessity entrepreneurs is substantially higher among the self-employed (no employees) and small firms. This is not just due to differences in characteristics of owners. Table 2 shows results from regressions of employment (n t ) on whether the firm is run by a necessity entrepreneur, controlling for the entrepreneur's gender, age and education. Being a necessity entrepreneur is strongly significantly correlated with size in all specifications. It raises the probability of not having employees (n t = 0) by almost 8% (column 4). Given that 29% of firms in the sample do not have employees, this is an economically very large effect. Even if they have employees, necessity entrepreneurs have about 3.2 fewer of them (column 6). Relative to an average size of 9.6 overall and 13.9 for employer firms, this is again economically very significant. Other coefficients overall have expected signs; while the R 2 is low, this is not surprising given that it is known that firms are extremely heterogeneous even within narrowly defined sectors.
Necessity entrepreneurs also expect their firms to grow less, as shown in Table 3 . That table shows results from regressions of expected firm size in five years (En t+5 ) on whether the firm is run by a necessity entrepreneur, controlling for current firm size and the entrepreneur's gender and age. (Education is not significant in this setting; not reported.) This specification allows analyzing growth without facing the problem of computing growth rates when size can be 0.
Necessity entrepreneurs are 6% more likely to expect not to have any employees in 5 years, controlling for a similar circumstance today (n t = 0). Even conditional on expecting positive future employment, they expect it to be almost 9 employees lower than their "opportunity" counterparts. Thus, they expect the already existing size difference with respect to opportunity entrepreneurs to grow over time. Again, all coefficients are of an economically very significant size.
Firms run by necessity entrepreneurs thus are on average smaller, and have lower growth expectations. This may suggest that they should last less long in the market. Table 4 shows that this is not the case: except among young firms, the average age of firms run by necessity entrepreneurs is not statistically significantly different from other firms, suggesting a similar survival rate. 4 This suggests that while some necessity entrepreneurs start their activity as a stopgap measure and abandon it again as soon as they find a better opportunity (see also Rissman 2003) , some of them stay in the business for as long as other firms. Necessity entrepreneurship thus is not purely a short-lived phenomenon of people e.g. trying to bridge an unemployment spell. Many firms run by these entrepreneurs are there to stay, although they are smaller and expect to grow less than other firms.
Characteristics of "necessity entrepreneurs"
Having analyzed "necessity enterprises", what are the characteristics of their owners? Table 5 shows that entrepreneurs with low educational attainment are more likely to be necessity entrepreneurs. The same is true for women in non-OECD countries.
The regression results in Table 6 show that controlling for age and education, female entrepreneurs in OECD countries are actually slightly less likely to be necessity entrepreneurs, while this is much more likely outside the OECD. When also including country dummies, gender effects retain their sign but become less significant. Across specifications, more educated entrepreneurs are less likely to be necessity entrepreneurs. Although the education group coefficients increase in absolute size with education in all specifications, the most significant effect is associated with having 12 or more years of education. The effect of education documented here is in line with results by Ardagna and Lusardi (2008) .
Conclusion
Entrepreneurs out of necessity are a sizeable group in all countries. The concept has clear empirical content: these entrepreneurs have lower education, run smaller firms, and expect their firms to grow less. Still, they are likely to stay in the market.
This evidence runs counter to the implications of existing theories of heterogeneous firms and entrepreneurship. A possible lead for future work may be given by the phrasing of the survey question, which suggests an important role of outside options in the decision to take up entrepreneurship. Occupational choice and unemployment may thus be important features of a theory that can address necessity entrepreneurship. A good theory, in turn, is needed for appropriately anticipating effects of policies like subsidies for entrepreneurship by the unemployed, as in place in many countries.
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Figure 1: Entrepreneurship rates and the fraction of necessity entrepreneurs across countries Notes: Data as in Table 1 . Columns 1-2 and 5-6 estimated by OLS, columns 3-4 by probit, marginal effects reported. Robust standard errors clustered within country in parentheses. Significance levels: * 10%, * * 5%, * * * 1%. Notes: Data as in Table 1 . For education, the reference group is < 12 years of schooling. Columns 1-2 and 5-6 estimated by OLS, columns 3-4 by probit, marginal effects reported. Robust standard errors clustered within country in parentheses. Significance levels: * 10%, * * 5%, * * * 1%. Notes: Data as in Table 1 . Columns 1 and 3-5 estimated by OLS, column 2 by probit, marginal effects reported. Robust standard errors clustered within country in parentheses. Significance levels: * 10%, * * 5%, * * * 1%.
